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ROCKAWAY BOROUGH PUBLIC SCHOOLS
103 EAST MAIN STREET
ROCKAWAY, NEW JERSEY 07866

TEL: 973-625-8601
FAX: 973-625-7355

December 18, 2015

Honorable President and

Members of the Board of Education
Rockaway Borough Public Schools
103 East Main Street

Rockaway, New Jersey 07866

Dear Board Members:

The comprehensive annual financial report of the Rockaway Borough Public School District for
the fiscal year ended June 30, 2015, is hereby submitted. Responsibility for both the accuracy of
the data and completeness and fairness of the presentation, including all disclosures, rests with
the management of the Board of Education (Board). To the best of our knowledge and belief, the
data presented in this report is accurate in all material respects and is reported in a manner
designed to present fairly the financial position and results of operation of the various funds and
account groups of the District. All disclosures necessary to enable the reader to gain an
understanding of the District's financial activities have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial,
statistical and single audit. The introductory section includes this transmittal letter, the District's
organizational chart and a list of principal officials. The financial section includes the general
purpose financial statements and schedules, as well as the auditor's report thereon. The statistical
section includes selected financial and demographic information, generally presented on a multi-
year basis. The District is required to undergo an annual single audit in conformity with the
provisions of the Single Audit Act Amendments of 1996 and U.S. Office of Management and
Budget Circular A-133, "Audit of States, Local Governments an Non-Profit Organizations", and
the state Treasury Circular Letter 15-08 OMB, "Single Audit Policy for Recipients of Federal
Grants, State Grants and State Aid Payments". Information related to the single audit, including
the auditor's report on the internal control structure and compliance with applicable laws and
regulations and findings and recommendations, are included in the single audit section of this
report.

REPORTING ENTITY AND ITS SERVICES: The Rockaway Borough Board of Education is
an independent reporting entity within the criteria adopted by the GASB as established by
GASB-14. All funds and account groups of the district are included in this report. The
Rockaway Borough Board of Education and all its schools constitute the District's reporting
entity.

The district provides a full range of educational services appropriate to grade levels Pre- K
through 8. These include regular, and special education for handicapped young men and women.



The district completed the 2014-2015 fiscal year with an enrollment of 579 students. The
following details the changes in student enrollment over the last ten years.

Fiscal Year Student Enrollment Percent Change
2014-2015 579 (6.7%)
2013-2014 623 (6.6%)
2012-2013 667 (.01%)
2011-2012 676 01%
2010-2011 674 (.01%)
2009-2010 675 01%
2008-2009 668 (-:01%)
2007-2008 671 047%
2006-2007 641 05%
2005-2006 611 (.01%)

2) ECONOMIC CONDITIONS AND OUTLOOK: The Rockaway area is not experiencing
any significant development or expansion; however there are several development projects being
discussed at the town planning board level that could impact the district. These developments
have been put on hold due to the weak economy. The district enrollment showed a decline in the
2014-2015 and 2013-2014 school years after remaining relatively stable the previous six years.

3) MAJOR INITIATIVES: Students in Rockaway Borough School System are evaluated using
many different methods, i.e. teacher evaluations, teacher made tests, written reports, standardized
tests, LinkedIt, and Renaissance Learning.

80% of students in Grade 1 will increase at least 6 Guided Reading levels from their baseline
leveling in September/October of the given school year.

80% of students in Grade 2 will increase at least 4 Guided Reading levels from their baseline
leveling in September/October of the given school year.

80% of students in Grade 3 will increase at least 2 Guided Reading levels from their baseline
leveling in September/October of the given school year.

The ability to read fluently and with accurate comprehension is essential to academic success and
ultimately begins in primary grades. Students who can show advancement with these important
literacy skills as measured by the Fountas & Pinnell Guide perform better in school and on given
state and commercial assessments.

All teachers and professional staff were trained and evaluated in the new teacher evaluation
instrument namely the Danielson 2011 Framework in accordance with TEACHNT by June
30, 2015.

All content area and/or grade level teachers will develop unit plans aligned to the CCCSS
and NJ Model Curriculum through participation in Professional Learning Communities.
All administration and staff will become familiar with the PARCC assessment in order to
facilitate administration and ensure student success.

All students will be assessed and benchmarked using Renaissance Learning in particular
STAR Reading and STAR Math assessments to determine the need for targeted interventions
to improve student achievement through the implementation of the WIN (What I Need)
Program.



4) INTERNAL ACCOUNTING CONTROL: Management of the District is responsible for
establishing and maintaining an internal control structure designed to ensure that the assets of the
District are protected from loss, theft or misuse and to ensure that adequate accounting data are
compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles (GAAP). The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that (1) the cost of control should not exceed the benefit likely to be
derived; and (2) the valuation of costs and benefits require estimates and judgements by
management.

As arecipient of federal and state financial assistance, the District is responsible for ensuring that
an adequate internal control structure is in place to ensure compliance with applicable laws and
regulations related to those programs. This internal control structure is also subject to periodic
evaluation by the district management.

As a part of the District's single audit described earlier, tests are made to determine the adequacy
of the internal control structure, including the portion related to federal and state financial
assistance programs, as well as to determine that the District has complied with applicable laws
and regulations.

5) BUDGETARY CONTROLS: In addition to internal accounting controls, the District
maintains budgetary controls. The objective of these budgetary controls is to ensure compliance
with legal provisions embodied in the annual appropriated budget approved by the voter of the
municipality. Annual appropriated budgets are adopted for the general fund, the special revenue
fund, and the debt service fund. Project-length budgets are approved for the capital
improvements accounted for in the capital projects fund. The final budget amount as amended
for the fiscal year is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a
line item basis. Open encumbrances at year-end are either canceled or are included as
reappropriation of fund balance in the subsequent year. Those amounts are to be reappropriated
are reported as reservations of fund balance at June 30, 2015.

6) ACCOUNTING SYSTEM AND REPORTS: The District's accounting records reflect
generally accepted accounting principles, as promulgated by the Governmental Accounting
Standards Board (GASB). The accounting system of the District is organized on the basis of
funds and account groups. These funds and account groups are explained in "Notes to the
Financial Statements", Note 1.

7) CASH MANAGEMENT:_The investment policy of the District is guided in large part by
state statute as detailed in "Notes to the Financial Statements", Note 2. The District has adopted
a cash management plan that requires it to deposit public funds in public depositories protected
from loss under the provisions of the Governmental Unit Deposit Protection Act ("GUDPA").
GUDPA was enacted in 1970 to protect Governmental Units from loss of funds on deposit with
failed banking institution in New Jersey. The law requires governmental units to deposit public
funds only in public depositories located in New Jersey, where the funds are secured in
accordance with the Act.




8) RISK MANAGEMENT: The Board carries various forms of insurance, including but not
limited to general liability, automobile liability, and comprehensive/collision, hazard and theft
insurance on property and contents, and fidelity bonds.

9) OTHER INFORMATION: Independent Audit- State statutes require an annual audit by
independent certified public accountants or registered municipal accountants. The accounting
firm of VM Associates, Inc., was selected by the Board's audit committee. In addition to
meeting the requirements set forth in state statutes, the audit also was designed to meet the
requirements of the Single Audit Act Amendments of 1996 and the related OMB Circular A-133
and state Treasurer Circular Letter 15-08 OMB. The auditor's report on the general purpose
financial statements and combining and individual fund statements and schedules is included in
the financial section of this report. The auditors reports related specifically to the single audit are
included in the single audit section of this report.

10) ACKNOWLEDGEMENT: We would like to express our appreciation to the members of

- the Rockaway Borough Board of Education for their concern in providing fiscal accountability to
the citizens and taxpayers of the school district and thereby contributing their full support to the
development and maintenance of our financial operation. The preparation of this report could
not have been accomplished without the efficient and dedicated services of our financial and
accounting staff.

Respectfully submitted,
- s Fa # ; /’
“Dénnis Mack Edward J. Appleton
Interim Superintendent of Schools Interim Board Secretary/

School Business Administrator
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VM ASSOCIATES, INC.

INDEPENDENT AUDITOR’S REPORT

The Honorable President and
Members of the Board of Education
Borough of Rockaway School District
County of Morris, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Borough of
Rockaway School District as of and for the year ended June 30, 2015, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these basic financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and in compliance with audit requirements as
prescribed by the Office of School Finance, State of New Jersey. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the basic financial statements are
free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a reasonable basis for our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the Borough of Rockaway School District as of June 30, 2015, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

- Emphasis of Matter

As discussed in Note V to the basic financial statements, the District implemented Governmental Accounting
Standards Board ("GASB") Statement No. 68, Accounting and Financial Reporting for Pensions - An Amendment to
GASB Statement No. 27, and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date an amendment of GASB Statement No. 68 during the fiscal year ended June 30, 2015. Our opinions
are not modified with respect to this matter. The implementation resulted in the restatement of certain balances on the
Statement of Net Position and the ending balance for Net Position for the Governmental Activities as of June 30,2014
as detailed in Note 17 to the basic financial statements.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis and budgetary comparison information on Schedules C-1 and C-2 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United State of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Borough of Rockaway School District’s basic financial statements. The accompanying supplementary information
such as the combining and individual fund financial statements and Schedules of Expenditures of Federal Awards and
State Financial Assistance, as required by U.S. Office of Management and Budget Circular A-133, Audits of States
Local Governments, and Non-Profit Organizations; and New Jersey OMB’s Circular 15-08, Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid, and other information such as the introductory section and
statistical information are presented for purposes of additional analysis and are not a required part of the basic
financial statements. :

The combining and individual fund financial statements and Schedules of Expenditures of Federal Awards and State
Financial Assistance are the responsibility of management and were derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the combining
and individual fund financial statements and Schedules of Expenditures of Federal Awards and State Financial
Assistance are fairly stated, in all material aspects, in relation to the basic financial statements as a whole. The
introductory section and statistical information have not been subjected to the auditing procedures applied in the audit
of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards and the Office of School Finance, Department
of Education, State of New Jersey

In accordance with Government Auditing Standards and the Office of School Finance, Department of Education, State
of New Jersey, we have also issued our report dated December 18, 2015 on our consideration of the Borough of
Rockaway School District’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and the Office of School
Finance, Department of Education, State of New Jersey in considering Borough of Rockaway School District’s
internal control over financial reporting and analysis.

Vincent M. Montanino
Public School Accountant
License No. CS000495

e -
Ié[ichael S. Zamé/
Certified Public Accoupfant

License No. 20CC00789500

December 18,2015
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ROCKAWAY BOROUGH SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2015
(UNAUDITED)

The discussion and analysis of the Rockaway Borough School District’s (the “District”) financial performance
provides an overall review of the District’s financial activities for the fiscal year ended June 30, 2015. Please read it
in conjunction with the transmittal letter at the front of this report and the District’s financial statements, which
immediately follow this section.

The Management’s Discussion and Analysis (MD&A) is an element of required and Supplementary Information
specified in the Governmental Accounting Standards Board’s (GASB) Statement No. 34 — “Basic Financial
Statements and Management’s Discussion and Analysis for State and Local Governments.”

Financial Highlights

e  The assets and deferred outflows of resources of the Rockaway Borough District exceeded its liabilities and
deferred inflows at the close of the most recent fiscal year by $215,489.12 (net position).

e  The District’s total net position increased $48,917.16.

*  General revenues accounted for $7,777,085.27 in revenue or 72.2 percent of all revenues. Program specific
revenues in the form of charges for services, operating grants and contributions and capital grants
accounted for $2,990,985.01 or 27.8 percent of total revenues of $10,768,070.28.

e The district had $10,529,191.04 in expenses related to governmental activities; only $2,298,474.02 was
offset by program specific charges for services, grants or contributions. General revenues (primarily
property taxes) of $7,777,085.03 were adequate to provide for these programs.

e Among governmental funds, the General Fund had $8,929,721.94 in revenues and $9,002,377.87 in
expenditures. The General Fund’s fund balance decreased $517,930.20 from the June 30, 2014 fund
balance.

14



OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements and notes to those statements. The Statement of Net
Position and the Statement of Activities provide information about the activities of the District as a whole and
present a longer-term view on the District’s finances. Fund financial statements provide the next level of detail. For
governmental funds, these statements tell how these services were financed in the short term as well as what remains
for future spending. Fund financial statements also report the District’s operation in more detail than the
government-wide statements by providing information about the District’s most financially significant funds.

Government-Wide Financial Statements
The Statement of Net Position and the Statement of Activities

One of the most important questions asked about the District’s finances is “Is the District as a whole better off or
worse off as a result of the year’s activities?” The Statement of Net Position and the Statement of Activities report
information about the District as a whole and about its activities in a way that helps answer this question. These
statements include These statements include all assets, deferred outflows and inflows of resources, and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most private-sector companies.
Accrual of the current year’s revenues and expenses are taken into account regardless of when cash is received or
paid.

These two statements report the District’s net position and changes in them. You can think of the District’s net
position, the difference between assets and liabilities, as one way to measure the District’s financial health, or
financial position. Over time, increases or decreases in the District’s net position are one indicator whether its
Jfinancial health is improving or deteriorating. You will need to consider other nonfinancial factors, however, such as
changes in the District’s property tax base, and the condition of the District’s capital assets to assess the overall
health of the District.

In the Statement of Net Position and the Statement of Activities, we divide the District into two kinds of activities:

e Governmental Activities: Most of the district’s basic programs and services are reported here, including
general administration. Local taxes, tuition and state and federal aid finance most of these activities.

e Business-Type Activities: These services are provided on a charge for goods or services basis to recover
the cost of the goods and services provided. The District’s food service, summer enrichment and pay to
participate programs are each reported as a business-type activity.

15



Reporting the District’s Most Significant Funds

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds-not the District as a
whole. Some funds are required to be established by State law. The District’s two kinds of funds, governmental and
proprietary, use different accounting approaches.

Governmental funds: most of the District’s basic services are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances left at year-end that are available for spending. These
funds are reported using an accounting method called modified accrual accounting, which measures cash and all
other financial assets that can be readily converted to cash. The governmental fund statements provide a detailed
short-term view of the District’s general government operations and the basic services it provides. Governmental
fund information helps one determine whether there are more or fewer financial resources than can be spent in the
near future to finance the District’s programs. The relationship (or differences) between governmental activities
(reported in the Statement of Net Position and the Statement of Activities) and governmental funds is reconciled in
the financial statements.

Proprietary funds: when the District charges customers for the full cost of the services it provides, these services are
reported in proprietary funds. Proprietary funds are reported in the same way that all activities are reported in the
Statement of Net Position and the Statement of Activities. In fact, the District’s enterprise funds (a component of
business type funds) are the same as the business-type activities we report in the government-wide statements but
provide more detail and additional information, such as cash flows, for proprietary funds.

The District as Trustee
Reporting the District’s Fiduciary Responsibilities

The district is the trustee, or fiduciary, for the Unemployment Compensation Trust, Scholarship Funds and Agency
Funds. All of the District’s fiduciary activities are reported in separate Statements of Fiduciary Net Position and
Changes in Fiduciary Net Position. We exclude these activities from the District’s other financial statements because
the District cannot use these assets to finance its operations. The District is responsible for ensuring that the assets
reported in these funds are used for their intended purposes.

Notes to the Basic Financial Statements: The notes provided additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements.

Other Information: The combining statements referred to earlier in connection with governmental funds and
enterprise funds are presented immediately following the notes to the basic financial statements.
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Figure A-1 summarizes the major features of the District’s financial statements, including the portion of the
District’s government they cover and the types of information they contain. The remainder of this overview section
of management’s discussion and analysis explains the structure and contents of each of the statements.

Major Features of Rockaway Borough School District’s
Government-Wide and Fund Financial Statements

Government wide

(Figure A-1)

Fund Statements

Governmental Proprietary Fiduciary
Statements Funds Funds Funds
Scope Entire District The activities of the Activities the Instances in which
(except fiduciary District that are not District operates the District is the
funds) proprietary or similar to private trustee or agent for
fiduciary, such as businesses; N/A someone else’s

food service and

resources, such as

student activities payroll agency and
student activities.
Required financial Statement of net Balance sheet Statement of net Statement of
statements position position fiduciary net
Statement of position
Statement of revenues, Statement of
activities expenditures, and revenues, expenses, Statement of
changes in fund and changes innet | changes in fiduciary
balance position net position
Statement of cash
flows
Accounting basis Accrual accounting Modified accrual Accrual accounting | Accrual accounting
and measurement and economic accounting and and economic and economic
focus resources focus current financial resources focus resources focus
resources focus
Type of All assets, deferred | Only assets expected All assets and All assets and
asset/liability outflows and to be used up and liabilities, both liabilities, both
information inflows, and liabilities that come | financial and capital, | short-term and long-
liabilities, both due during the year and short-term and term.
financial and capital, or soon thereafter; long-term.
and short-term and no capital assets
long term. included.
Type of All revenues and Revenues for which All revenues and All revenues and
inflow/outflow expenses during the cash is received expenses, regardless | expenses during the
information year, regardless of | during or soon after of when cash is

when cash is
received or paid.

the end of the year;
expenditures when
goods or services
have been received
and payment is due
during the year or
soon thereafter.

received or paid.

year, regardless of
when cash is
received or paid.
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Financial Analysis of the District as a Whole

The District’s combined net position changed from a year ago, decreasing from $166 thousand to $131 thousand. Our
analysis below focuses on the net position (Table 1) and changes in net position (Table 2) of the District’s governmental

and business-type activities as of June 30.

Table 1
Net Position
Governmental Business-Type Total
Activities Activities Primary Government
2015 2014 2015 2014 2015 2014
(Restated) (Restated)
Current and Other Assets $ 143473761 $§ 141452974 4326596 § 4959829 § 147800357 § 1464,128.03
Capital Assets 1,260,872.46 1,284.714.72 8,072.10 9,14429 1,268,944.56 1,293,859.01
Total Assets 2,695,610.07 2,699,244.46 51,338.06 58,742.58 2,746948.13 2,757,987.04
Deferred Outflows of Resources 163,835.00 - 163,835.00 -
Long-term Debt Outstanding 115,752.25 138,307.72 115,752.25 138,307.72
Other Liabilities 2,320224.17 2,430,542.10 12,611.59 22,565.26 2,332,835.76 2,453,107.36
Total Liabilities 2435,976.42 2,568,849.82 12,611.59 22,565.26 2,448,588.01 2,591,415.08
Deferred Inflows of Resources 246,706,00 - 246,706.00 -
Net Position:
Invested in Capital Assets, Net
of Related Debt ‘ 1,250,540.77 709,918.56 8,072.10 9,14429 1,258,012.87 719,062.85
Restricted 1,006,437.44 1,529,011.64 1,006,437.44 1,529,011.64
Unrestricted (deficit) (2,080,215.56) (2,108,535.56) 30,654.37 27,033.03 (2,049,561.19)  (2,081,502.53)
Total Net Position § 17676265 §  130394.64 - § 3872647 § 3617732 § 21548012 § 1665719

e  Net position of the District’s governmental activities increased by 28.6 percent. ,
o Unrestricted net position, the part of net position that can be used to finance day-to-day operation without
constraints established by debt covenants, enabling legislation, or other legal requirements — decreased

$31,941.34.

e Restricted net position, those restricted mainly for capital projects decreased by $522,574.20 due to the two

projects that were completed this year.

e The Unrestricted net position category benefitted from increased economic activity, which resulted in
actual revenues exceeding budgeted revenues.

e The investment in capital assets, net of debt category increased by $539,550.02.

18



Table 2

Changes in Net Position

Revenues

Program Revenues;

Charges for Services

Operating Grants and Contributions
General Revenues:

Property Taxes

Federaland State Aid Not Restricted
Interest and avestment Earnings
Other General Revenues

Special kem - Fived Assets Adjustment

TotalRevenues:

Program Expenses cluding ndirect Expenses
Instruction:

Regular
Special
Other Instruction
Support Services:
Tuition
Student and Instruction Related Services
School Administrative Services
Generaland Business Administrative Services
Plant Operations and Maintenance
Pupil Trans portation
Debt Service Assessment
Business-Type Activities:
Food Services

TotalExpenses
Increase in NetPosition

NetP osition-Beginning 7/1
PriorPeriod Adjustment

Net P osition-Ending 6/30

Govemnmental Business-Type Total
Activities Activities Primary Govemment
PN YA Pl Pl A5 pill}

§  BOJ6SI § 0287690 5 1383354 § 8959935 S 27299871 § 2047625
2,639.308.85 1510,79185 1867745 6794383 271798630 1578,735.68
1499,347.00 134791600 749934700 7347.916.00

25191136 10127100 25191136 10127100
32581 41847 024 27.04 325835 446.51
2400254 §956.75 - - 2400254 8,956.75
(1433.98) {269,85323) (16,842.28) (143398)  (286,6955))
10,575,559.05 §,822378.74 925123 10,712794 10,768,07028  8963,106.68
3,58,154.36 2,759,56723 3585436 2,759,567.23
1623,662.09 110580737 1623,662.09 1105,80737
503,553.57 37081160 503,553.57 37081160
38245652 4717444 382,456.52 4717444
1977,.832.98 1696,19115 197783298 1696,9115
552,629.80 513,38192 552,629.80 513,38192
59164252 557,15545 591642.52 557,15545
1014,603.02 786,349.60 1014,603.02 786,349.60
366,176.18 207,009.91 366,176.18 207,009.91
3,480.00 3.480.00 348000 348000
189,962.08  179,187.98 189,962.08 179,187.98

10,529,19104 847149837 189.962.08  179,187.98 0,79,53.2  8,650,68635
46,368.01 350,88037 154915 (38,460.04) 4891716 3142033
130,394.64 198242627 36,1732 7463736 16657196 2,057,063.63
- (2,202,912.00) - - (2,202,912.00)

§  Denenes §  BO3GA 5 3872647 § 361732 5 2SR § 16657196
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Governmental Activities

Revenue Sources. The District’s total revenue for the 2014/2015 school year was $10,575,559.05 (See Table 2).
Property taxes accounted for most of the District’s revenue, with local taxes accounting for $7,499,347.00 of the
total, or 71.48 percent (See Figure 1). State formula aid and categorical grants accounted for 26.76 percent and the
remainder was from other miscellaneous sources. The Rockaway Borough School District primarily conducts its
operations from the revenue it receives from its local taxpayers.

. Interestand

Flgure 1 Chargesfor Investment
Services, Eamings,

1.51%

Other
Revenue,

0.03%
/ 0.21%

Federal &
State %
Cact;:foiical i Property
nts,
27.34% Taxes,70.91%

The total cost of all programs and services was $10,529,191.04. The District’s expenses are predominantly related to
instructing, caring for (pupil and instruction services) and transporting students (79.46 percent) (See Figure 2). The
District’s administrative and maintenance activities accounted. for 20.51 percent of total costs. It is important to note
that depreciation of $46,364.81 is included in expenses for the year.

. Plant Operations ~ Other, 0.03%
Flgure 2 & Maintenance,

Transportation,
3.48%

Instruction,

9.64% \
Administrative & puEs
o 57.20%

Business, 10.87%

Student &
Instruction
Related Services,
18.78%
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Governmental Activities (Continued)

The practice of funding public schools primarily through property taxes in New Jersey creates the legal requirement
to annually seek voter approval for the District operations. In NJ State Aid has remained relatively flat over the past
few years; the burden of funding education in the District has fallen on property taxes. Therefore it is crucial that the
District examine its expenditures carefully, since any proposed increase to the school district budget will be funded

entirely through property taxes.

Table 3 presents the cost of the District’s major activities. The table also shows each activity’s net cost (total cost
less fees generated by the activities and intergovernmental aid provided for specific programs). The net cost shows

the financial burden placed on the District’s taxpayers each of these functions:

Table 3

Net Cost of Governmental Activities

Total Cost of Services Net Cost of Services
2014/2015 2013/2014 201472015 2013/2014
Instruction $§  5,640,370.02 $ 423618620 $§ 3,681,320.19 §  3,016,192.61
Tuition 382,456.52 471,744.14 324,774.52 414,062.14
Student and Instruction Services 1,977,832.98 1,696,191.15 1,567,463.42 1,479,142.62
Administrative and Business 1,144,272.32 1,070,537.37 938,716.82 991,964.52
Maintenance and Operations 1,014,603.02 786,349.60 885,968.20 743,201.68
Transportation 366,176.18 207,009.91 328,993.87 189,786.05
Other 3,480.00 3,480.00 3,480.00 3,480.00
$ 10,529,191.04 $ 8,471,498.37 $ 7,730,717.02 $ 6,837,829.62

e The cost of all governmental activities this year was $10.52 million.
e  The federal and state governments subsidized certain programs with grants and contributions.
e  Most of the District’s costs, however, were financed by District taxpayers ($7.49 million).

e A portion of governmental activities was financed with state aid based on the CEIFA formula.
e  The remainder of governmental activities funding came from charges for services, local grants, investment

earnings and miscellaneous revenue.
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THE DISTRICT’S FUNDS
The District uses fund accounting to ensure and demonstrate compliance with finance related legal requirements.

Governmental Funds: The District’s governmental fund is comprised of the general fund, special revenue fund, and
capital projects fund and is accounted for using the modified accrual basis of accounting.

The focus of the District’s governmental funds is to provide information on short-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the District’s financing requirements. The
unrestricted fund balance is divided between assigned to and unassigned balances. The District has assigned portions
of the unrestricted fund balance to earmark resources for the payment of certain government-wide liabilities that are
not recognized in the governmental funds.

General Fund: The general fund is the main operating fund of the District. At the end of the current fiscal year,
unassigned fund balance was $216,941.00, while total fund balance was $1,275,543.96.

As demonstrated by the various statements, the District maintains a sound financial position. The information below
compares revenues for 2014-2015 and 2013-2014.

Table 4
Revenues by Source: 2014-2015 2013-2014 % Change
Local TaxLevy $ 7,499,347.00 $ 7,347,916.00 2.06%
Tuition Charges 159,165.17 122,876.90 29.53%
Interest Eamed to Investments 3,258.11 419.47 676.72%
Miscellaneous 24,002.54 8,956.75 167.98%
Total - Local Sources 7,685,772.82 7,480,169.12 2.75%
State Sources 1,421,639.99 1,287,022.58 10.46%
Federal Sources 257,391.96 325,040.27 -20.81%
Total Revenues $ 9,364,804.77 $ 9,092,231.97 3.00%

The increase in local sources is mainly attributable to statutorily permitted increases to the local tax levy and tuition
received for out of district students attending in-district special education classes.

The increase of $134,617.41 of State sources in 2014-2015 is primarily due to an increase from the State for On-
Behalf TPAF Pension Contributions.

The decrease of $67,648.31 in Federal Sources is due to a carryover amount for Title I in the prior year and none in
the current year.
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THE DISTRICT’S FUNDS (Continued)

Governmental Activities (Continued)

The information below compares expenditures for 2014-2015 and 2013-2014:

Table 5
Expenditures by Function: 2014-2015 2013-2014 % Change
Current:
Regular Instruction $ 2.381,963.23 $ 2,111,235.40 12.82%
Special Education 1,091,449.28 890,193.70 22.61%
Other Instruction 326,547.43 280,502.09 16.42%
Support Services and Undistributed Costs:
Tuition 382,456.52 471,744.14 -18.93%
Student and Instruction Related Services 1,466,472.02 1,347,199.11 8.85%
School Administrative Services 428,322.39 419,702.06 2.05%
General and Business Administrative Services 351,027.07 392,482.87 -10.56%
Plant Operations and Maintenance 789,564.49 654,839.07 20.57%
Pupil Transportation 306,069.26 182,338.41 67.86%
Employee Benefits 1,860,689.01 1,737,432.96 7.09%
Capital Outlay 578,365.53 124,904.88 363.04%
Debt Service Assessment 3,480.00 3,480.00 0.00%
Total Expenditures $ 9,966,406.23 $ 8,616,054.69 15.67%

The three Instruction Categories and the Student and Instruction Related Services expenditures increased for a combined
$637,301.66 due to a confract settlement, additional teachers and an extended school year program. Pension expense
was also allocated to these categories.

Tuition decreased $89,287.62 due to less students being placed out of district for special education.

General and Business Administrative Services decreased $41,455.80 due to a contract settlement with the prior
superintendent of schools which took place in 2013/2014.

Plant Operations and Maintenance increased $134,725.42 due to an increase in expenditures for cleaning, repair, and
maintenance services.

Transportation increased $123,730.85 primarily due to an increase in the number of students requiring transportation to
ESC’s.

The Capital Outlay Category increased $453,460.65 due to the purchase of a maintenance truck, an upgrade to the
electrical service at Lincoln School, and the implementation of a district wide security system.

All other fluctuations are within the normal range of plus or minus 10% and therefore further explanation is not provided.
Business-type activities

The District’s major Enterprise Fund consists of the Food Service Fund. Revenues for the Food Service Program were
comprised of charges for services and federal and state reimbursements. Food Service revenues exceeded expenses by
$2,549.15. Charges for food service represent $113,833.54 of revenue, this is the amount paid by patrons for daily food

service and special functions. Federal and State reimbursements for meals, including payments for free and reduced
lunches, and donated commodities was $78,677.45.
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THE DISTRICT’S FUNDS (Continued)
Business-type Activities (Continued)
The basic financial statements for the major funds are included in this report. Because the focus on business-type funds is

a cost of service measurement or capital maintenance, we have included these funds in Table 6, which demonstrates
return on ending assets and return on ending net position.

Table 6
Food
Service
Total Assets 51,338.06
Net Position 38,726.47
Change in Net Position 2,549.15
Return on Ending Total Assets 4.97%
Return on Ending Net Position 6.58%
CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
Table 7
Capital Assets at Year-End
(Net of Depreciation)
Governmental Business-type
Activities Activities ' Totals
015 2014 015 2014 015 2014

Land $ 177,00000 § 177,00000 § -8 - $  177,000.00 $  177,000.00
Land Improvements 291,491.00 291,491.00 - 291,491.00 291,491.00
Buildings 2,447.404.43 1,919,892.88 2,447,404.43 1,919,892.88
Machinery and Equipment 985,906.39 936,486.39 145,974.00  145,974.00 1,131,880.39 1,082,460.39

Subtotal 3,901,801.82 3,324,870.27 145974.00  145,974.00 4,047,775.82 3,470,844.27
Accumulated Depreciation (2,640,929.36)  (2,594,564.55)  (137,901.90)  (136,829.71) (2,778,831.26)  (2,731,394.26)

Totals § 126087246 § 73030572 § 807210 § 914429 § 126894456 $  739.450.01

This year’s major additions in the Governmental Activities included an upgrade to the electrical service at the
Lincoln School and the implementation of a district wide security system.

The 2015-2016 budget calls for no capital outlay other than the Debt Service Assessment which is the District’s debt

assessment for grants received from the Department of Education for eligible capital projects. More detailed
information about the District capital assets is presented in the notes to the basic financial statements.
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DEBT

At year-end the District had total debt of $115,782.25 outstanding versus $138,307.72 last year — a decrease of 16.3
percent — as shown in Table 8.

Outstanding Debt, at Year-End

Table 8
Governmental
Activities
2015 2014
Capital Leases $ 10,331.69 § 20,387.16
Net Pension Liability 2,108,865.00 2,295,986.00
Compensated Absences 105,420.56 117,920.56

$ 222461725 § 243429372

Capital Leases decreased by the scheduled pay down of $10,055.47. The District’s accrued Compensated Absences
decreased by $12,500.00 from 2014 primarily due to an employee leaving the district.

An analysis of District Debt is presented in the notes to the basic financial statements.

BUDGETS

The District’s budget is prepared according to New Jersey Department of Education guidelines. The most significant
budgetary fund is the General Fund. Revisions in the general fund budget were made through budget transfers to
prevent over commitments in specific line item accounts. These transfers were made by a resolution of the Board of
Education pursuant to N.J.S.A. 18A:22-8.1. Other variances were caused by the treatment of encumbrances that are
added to the original budget and transfers between line items made throughout the year. See Exhibit C-1 for an
analysis of these changes.

THIS SPACE INTENTIONALLY LEFT BLANK
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FACTORS BEARING ON THE DISTRICT’S FUTURE

In preparing the 2015-2016 budget, the primary goal of the Board was to develop a budget that would meet the
District’s educational priorities, provide accountability to the taxpaying community, and comply with the stringent
restrictions placed on school district budgets by the new legislation. This legislation put a “2% cap” on the local tax
levy; therefore, limiting the amount of funds a district can raise to support its budget. During the preparation of the
2015-2016 budget, the District continued to utilize banked cap, and plans to continue to utilize it in the future. The
District generated banked cap from enrollment adjustments and health benefits adjustments.

The Board has opted to prepare its 2015-2016 budget with a 2.7% tax increase. The 2015-2016 unrestricted fund
balance will be limited to 2% of our expenditures as per the New Jersey Department of Education regulations. Thus,
it will be important to prepare a budget that will closely reflect actual expenditures since the unrestricted fund
balance will not permit much flexibility. Looking ahead to the development of the 2016-2017 budget, the new
budget law put into effect by the State of New Jersey Department of Education will have a significant impact. The
law goes beyond the capping of revenues for the budget but it also authorizes the Executive County Superintendent
to look into the budget and challenge the District in their expenditure decisions. The State of New Jersey has also
made it clear that they are moving to reduce the number of school districts in the State by consolidating neighboring
districts and by encouraging shared services.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and investors and creditors with a
general overview of the District’s finances and to show the District’s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact the School Business Administrator,
Rockaway Borough School District, 103 East Main Street, Rockaway, New Jersey 07866. Phone Number (973) 625-
8600.
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BASIC FINANCIAL STATEMENTS
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SECTION A

DISTRICT - WIDE FINANCIAL STATEMENTS
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BOARD OF EDUCATION
BOROUGH OF ROCKAWAY
Statement of Net Position
June 30, 2015

Exhibit A-1

Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Cash Equivalents $ 770,044.86 $14,561.24 $ 784,606.10
Receivables, Net 264,012.97 5,419.86 269,432.83
Interfund Receivable - 22,796.81 22,796.81
Inventory 488.05 488.05
Restricted Assets:
Capital Reserve Account - Cash 400,679.78 400,679.78
Capital Assets, Net
Land Not Being Depreciated 177,000.00 177,000.00
Assets Being Depreciated 1,083,872.46 8,072.10 1,091,944.56
Total Assets 2,695,610.07 51,338.06 2,746,948.13
DEFERRED OUTFLOWS OF RESOURCES
Pension Deferred Outflows 163,835.00 163,835.00
Total Deferred Outflows of Resources 163,835.00 163,835.00
LIABILITIES
Accounts Payable 103,764.56 12,611.59 116,376.15
Interfunds Payable 22,796.81 22,796.81
Payable to State Government 39,736.63 39,736.63
Unearned Revenue 45,061.17 45,061.17
Net Pension Liability 2,108,865.00 2,108,865.00
Noncurrent Liabilities :
Due Within One Year 10,331.69 10,331.69
Due Beyond One Year 105,420.56 - 105,420.56
Total Liabilities 2,435,976.42 12,611.59 2,448,588.01
DEFERRED INFLOWS OF RESOURCES
Pension Deferred Inflows 246,706.00 246,706.00
Total Deferred Inflows of Resources 246,706.00 246,706.00
NET POSITION
Net Investment in Capital Assets 1,250,540.77 8,072.10 1,258,612.87
Restricted For:
Other Purposes 1,006,437.44 1,006,437.44
Unrestricted (2,080,215.56) 30,654.37 (2,049,561.19)
Total Net Position $ 176,762.65 $38,726.47 $ 215489.12

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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